#OTEST RECEIVED

5¢ COmins 3 District

I
1,0 (L_Q 1986

Dc.t _-_' ""?._y—d—é,

Dear fApglicent:

We have considere? vo:.r spplication for wecozpition of exemptinn from
feseral income tax wader sactlon 301{c)(3) of the Internii Revenuoe . ode.
Ye bave concludced that yeuv are net sntitled o racoguition ef sxerpiidon
vader taat saction of the Lode. The rassens Sfor eur dscisien are enpleioes
M.“- N

The tznfarvarfion subzitted fndicatezr that you wevre {acorporatad
or NN . o2 » 2onprofit cerporatioz wadar the lavs of H
I .  four ATticlas ¢f lncorporatfon fadicate, swons
ethar things, that you are orgaunitad exclusively for the betterzent of
siderstanding, amnd awzrezros of pridtmsking as & form of xrt and o
dizscminzte fanforsation to pemcple tn the NNEGE zuxctepnuun ATEA
to increase thair cultural swpresezs.

You eonduct moadership weetings, borrd mestings, and coumitteo
sestings. 3Jour asmbershis consicts of lll oxtisvu. N of the HE
constitute rour Loard of Directors. Your gallsry provides space Ssr
exhit{tin: artials to exhibit Ais or har artwarbs for asla., Ihe ertiod
Is regufrad to hanr ones priut esack wouth {n the rear roos ¢f the gallery.
Lach artfst fa snritled o Oone sclo gnow of ane rroup shovw every ¢ yarrs
es & Totoling dasfe. Additionally, sach sreist is antitled te disjplay
appropriazte artwori in the gallery for a period of afx adnths.

Teo state that an fnitdal foo of SHENE ia paid by mvabiare wvhe zre
sleo obli{satsd to pay dues in the szcunt of SHEE par achih, Tbiz covers
the orgasisition’s tent, telaphoaw, insurasce, publietity, snd mafling
CAXPRTIOS? o

neverua darived frov the sale of artworz is dfepcaed of by paying
ths ATZIBTL Who created the priat Ml percent of the sales pricc. _
seTGeRl yOec 1O Cha mauasing director/artist as & form of salary andill
percant zoes o tha gellrsy.

Tou en;asy It o puxbsrT ¢f rowuunity educational prostous end plan
adMtiensl educaticona?l prozra=s in the feture.

Sactior 321{c)fY) of ths lZour pravides for the axseplion from federsl
incowe tax ef orgevisatiorns organized and oparate! axclusively for
relisicun or cosrlitatie orupcees, ne puavt of the rLet earnlin, s wf wiic fnure
T toe benelit of say private ahurenhclider ot {udividual.
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In Goldsboro Art Leaguz, Inc. v. Commissioner, 5 T.C. 337 (1950},
the organization, a nulti-faceted cultural arts and educationsl vrpaniza-~
tion, located in rural liorth Carolina, operated two art gallerles to
exhibit and sell the original works of individuval artists. The Tax Court
found that the purpose of the two galleries was to foster comnunity
avareness and appreciation of contemporary artists and ro nravi4c
constant tlow of art ior students to study technigues.

The factors listed below were considered fmportant by the Conre in
reaching its decision:

1. there are no other art muscums or galleries in the area;
2. a jury selects those works that are displayed;

3. works are chosen aoct for salability but for their
representation of modern trends;

4. an artist’'s more daring works are exhibited,

5. other activitles are educational; and

5. art sales were not conducted at a profit.
Furthermore, the Court stated that the sales activities of the

arsanization was and incidental to furthering its excupt
purpose.

The Tax Court reached « similar result in Cleveland Creative
Arts Guild v. 1 ioner, .. Mumo 198%-13] h,~ Where the Tax Courg
concluded that tne sale of arlwork by a local cultural arts and
educational crganiration vere not dusgualftfviang since the sales activinios
vere incidentzl! to {gs cducatfonal activitles.

o the tacts and elrcumstances fuvolved with the
above o vou are set up In the nanner of an artist
sell the works of vourlll arciss wmenbers,

N I i\1L< beneflt to your wmembers, precluded under
\“ of tha pode and section 1501 (e )(l)—l(d)(l)(ii) of the

As dis
court cases
cooperative
Your activiti
saction 50]\
resulatrions.

oo 3

According
section 501(}
tax returns. Uonors may oo
170 of the Cod=.

ng that you do not qualify for exemption umw:
- You are required to file federal income
deduct contributions to you under section

Y oD zhe



You have the right to protest this ruling 1f you helieve it is
incorrect. To protest, you shouwld submit a statement of your views,
with a full explanation of your reasoning. This wtatement, signed by
one of wour oificers, must be submicted in duplicate within 30 days from
the date nf thig Yetror. You dlso ftave 2 vighi Lo a4 conierency tn this
office after your statement fs submitted. You must rvequest the con-
ference, if you want one, when you file your protest statement. If you
are to be represchted by somecns who is net ane ef your officers, thar
person will need to file a proper power of atterney and otherwisc
qualify under our Conference snd Practices Requirements. Plecse use the

synbols: N, :: cidressing your reply.

If vou do net protest this proposed ruiing in a timely manner, it
will be considered by the Internal Revenue Service as g failure to
exhaust availlable admiunistrative remedies. Section 7428(b)(2) of the
Internal Revenue Code provides, in part, that, a declaratory judgment or

decree under this scction shall not be issued in any preceeding unless the

Tax Court, the Clafms Court, or the district court 2f the United States

for the District of Columbia determines that the ovgani:ation cnvolved hasg

exhausted administrative remedies available to it within the .nternal
Revenue 5ervice.

1f we do not hear from you within 30 days, this ruling will
become final and copirs will be forwarded to the District Director,
paltimore, who is your key District Director for exempt organization
1.

matters. The appropriate State officials will be notitied In accordance
with section 65104(c) of the Code.

s{incerely vours,

xentont Jrganizations

+
‘o
linpgs Branch




